T his paper provides an overview of financing mechanisms for Early Childhood Care and Education (ECCE) in Japan. It also explores the differences in the level and mechanisms of funding for public and private ECCE facilities, as well as the differences in the level of public funding by prefecture. It shows that there are differences in the level of public funding per child, as well as household financial burden, among the different types of ECCE services. This may result in an inequality in the quality of ECCE services to which children have access. Although the government has made significant efforts to mitigate the gaps by combining various financing mechanisms, it is difficult to change the overall trend, which stems from the low level of government commitment to ECCE.
INTRODUCTION
Inspired by previous research showing high rates of return from investing in Early Childhood Care and Education (ECCE), attention has turned to determining how to ensure sustained public funding for ECCE, an underfunded sub-sector (Denboba et al., 2014) . The stand-alone Sustainable Development Goal (SDG) for education, namely Goal 4, reaffirms the focus on the development of ECCE as an international community 1 . Evidence from best practices in ECCE systems shows that sustained public funding, combined with proper quality standards and regulation, are indispensable for ensuring access to quality ECCE services for all children (UNESCO, 2006; and Bennet, 2010) . Moreover, it is important that various actors coordinate to complement government's efforts to develop ECCE (Kim & Umayahara, 2010) .
In Japan, enrollment in ECCE facilities is neither compulsory nor free for children aged 3-5 years old 2 . While Japan performs better than average on most ECCE outcome indicators, the literature has consistently shown notably low levels of public spending, as well as high levels of household contributions (OECD, 2012) . In Japan, public expenditure on ECCE totaled only 0.1% of GDP, which was notably lower than the OECD average of 0.6% (OECD, 2014) . According to OECD (2014) , the share of private expenditure in pre-primary educational institutions in Japan in 2011 was 55%, which was substantially higher than the OECD average of 19%. Annual expenditure per pupil in ECCE was USD 5,591 in 2011, which was significantly lower than the OECD average of USD 7,428 (OECD, 2014) . Moreover, Japan is currently promoting reforms of the traditional split system. Given this unique system and a new movement toward financing ECCE, a case study in Japan has great potential to tease out useful implications.
However, while many studies have analyzed ECCE financingspecifically on the level of public funding, financing schemes, and integration of the fragmented systemespecially in developed countries, this issue has been little discussed in Japan (Blau & Currie, 2006; Kamerman & Gatenio-Gabel, 2007; Bennet, 2008; Cleveland & Krashinsky, 2009; and Kaga et al., 2012) . Although recent studies of ECCE in Japan have reviewed the general trends of its financing and the structure of the new system, analysis of the variation in the level and share of public funding by 1 Target 4.2 under SDG 4 is set to "by 2030, ensure that all girls and boys have access to quality early childhood development, care and pre-primary education so that they are ready for primary education" (UNESCO, 2015) . 2 Education 2030, which specifies strategies for achieving SDG 4 and its targets, explicitly encourages the government to provide at least one year of free and compulsory education (UNESCO, 2015) . According to the review by UNESCO (2016) , Japan is one of 157 countries and territories with no compulsory pre-primary education among the 207 countries and territories. 3 The first kindergarten in Japan was established at Tokyo Women's Higher Normal School in 1876. The first day nursery in Japan was established within Niigata Seisyu School in 1890 (Nanakida, 2015) . 4 The name of this type of facility is translated as 'Centers for Early Childhood Education and Care' (CO et al., 2014) by the government. However, this study calls them ECCE centers to avoid confusion. region, as well as analysis using data on both childcare and education systems, are especially limited (Ikemoto, 2011; OECD, 2012; Iwate, 2015; Kimata & Kaneko, 2015; and Nanakida, 2015) . Moreover, this topic is particularly important for providing evidence-based assessments of Japan's new comprehensive support system for ECCE.
As such, this paper provides an analytical discussion of public and private financing of ECCE in Japan.
NATIONAL EARLY CHILDHOOD CARE AND EDUCATION SYSTEM
In Japan, ECCE has been provided by two types of facilities operating under different systems within different frameworks. The first is kindergarten (youchien), which belongs to the public education system under the jurisdiction of the Ministry of Education, Culture, Sports, Science and Technology (MEXT). The second is day nursery (hoikusho), which operates within the welfare system under the jurisdiction of the Ministry of Health, Labor and Welfare (MHLW). It is worth noting that kindergartens and day nurseries each have their own long history and rich traditions 3 . However, the country is currently in a transitional stage from a traditional 'dual' system to a comprehensive support system for ECCE. It has been argued that the unification of the kindergarten and day nursery systems, combining their respective strengths, would be the best way to provide equal access to education and childcare for every child, bearing in mind the current national changes in socio-economic circumstances, including increasing female labor participation, declining birth rates, and the widening income gap among child-rearing families (Iwatate, 2015; and Kimata & Kaneko, 2015 There are four types of ECCE Centers: (1) unified, (2) kindergarten, (3) day nursery, and (4) local discretionary. The kindergarten-type ECCE center has the status of a kindergarten with the function of a day nursery. The day-nursery-type ECCE center has the status of a day nursery with the function of a kindergarten. The local-discretionary-type ECCE center has no authorized status at the national level, however they can function as ECCE centers with the authorization of the local government. 7 In many cases, existing kindergartens and day nurseries have made the transition to ECCE centers. 8 In Japan, there are 47 prefectures, which are the first level of jurisdiction and administrative division. There are four types of prefectures: (1) metropolis (to), (2) circuit (dou), (3) urban prefecture (fu), and (4) normal prefecture (ken). The second level of jurisdiction and administrative division is the municipality, and each prefecture consists of a large number of municipalities. There are four types of municipality: (1) city (shi), (2) special ward (ku), (3) town (chou, sometimes machi), and (4) As shown in Figure 2 , the number of ECCE centers doubled after the initiation of CSSCC. This increase has been attributed to an increase in the number of unified-type ECCE centers 7 . However, in 2015, ECCE centers still accounted for just a fraction of a percent of all ECCE facilities. Figure  2 shows that the majority of ECCE facilities are managed by private sector entities. A comparison of the basic eatures of the three types of ECCE facilities is given in Appendix A-1.
The changes in the content of the guidelines have also promoted decentralization. Under the new system, the municipality explicitly becomes the responsible entity for the provision of ECCE services 8 . Every municipality must formulate a specific plan for policy implementation every five years, based on the results of its own surveys to grasp local ECCE needs (CO, 2015) . The emphasis on ECCE policy priorities has shifted to flexibly meet the diverse needs for ECCE service in different communities.
Under CSSCC, the central government provides financial support to ECCE facilities through a facilitytype benefit, regardless of their types. This benefit is mainly intended to moderate the financial burden on households, especially on those who send their children to private facilities, as well as those in the lower quintiles. All expenses of facility-type benefits for public ECCE facilities are covered by municipalities. Municipalities also cover 25% of the expenses for private facilities, since the central government only covers half of them. The remaining 25% is covered by the prefectures.
The amount of facility-type benefits that each child can receive is determined by the municipalities based on his or her household income level, as well as the type and amount of ECCE service he or she receives. In general, the amount of user fees decreases as the income level of the household decreases, and thus the amount of benefits, which are calculated by subtracting the amount of user fees from the authorized price for the ECCE facility, increases. In addition, when parents or guardians send more children to ECCE facilities, the amount of facilitytype benefits they can receive for each of their children increases. This is because user fees are halved for the second child, and disappear entirely for the third and later children. The facility providers pay operating and management costs, staff salaries, and other miscellaneous expenses out of the budget provided by the government and households. However, some private kindergartens opt not to receive facilitytype benefits under CSSCC
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. The parents and guardians of children enrolled in these private kindergartens are still eligible to receive subsidies.
LITERATURE REVIEW
In economic terms, the rationale for government intervention in the ECCE market is similar to that for basic education -market failures and equity. Blau and Currie (2006) also add the positive externality attached to the employment of low-income mothers, as a unique reason why government needs to play a role in providing ECCE services. Several series of empirical studies, typically implementing random assignments, have been conducted, mainly in the United States of America, Canada, and many European countries. These studies have found a high cost-effectiveness of ECCE in developing both cognitive and non-cognitive outcomes, as well as producing indirect benefits to society, including reduced welfare costs, reduced crime, and higher tax receipts (Schweinhart et al., 2005; Heckman & Masterov, 2007; and Havnes & Mogstad, 2009) .
While the importance of the role of the government in ECCE has been, relatively speaking, commonly understood as being supported by the strong evidence of its positive outcomes, government investment in ECCE generally remains weak, even 9 Ikemoto (2016) points out that many private kindergartens do not receive the facility-type benefit even after the introduction of CSSCC, because the financial incentives for private kindergartens to integrate into CSSCC are low.
among Organisation for Economic Cooperation and Development (OECD) member countries, with the exception of France and the Nordic countries. However, some countries with relatively low levels of public funding for ECCE have significantly increased their commitment in recent years (Bennet, 2008) . Comparative analyses among developing countries whose data are available also show a generally low priority of ECCE in public financing (UNESCO, 2006) .
In addition to the role of government, the role of the private sector and the relative shares of public and private funding are key issues in financing ECCE. Although the benefit of private sector engagement, including offering greater choice for users and delivering innovation, should not be denied, a review of case studies in different countries shows the importance of government funding, supervision, and regulation for the private sector (Bennet, 2010) . Moreover, findings are relatively consistent on the quality advantages of non-profit ECCE facilities over for-profit ECCE facilities. For instance, an analysis in Canada using four datasets found that the quality of care provided in non-profit childcare centers is significantly higher than that provided in commercial childcare centers (Cleveland & Krashinsky, 2009) .
The mechanisms for financing ECCE have also frequently been a topic for debate. Bennet (2010) classified partners in this debate into two main types: those who promote supply-side funding versus consumer subsidy funding. Both financing mechanisms, including a mixture of the two, are used to fund ECCE services, especially for children under three years old (Bennet, 2010) . Although it is hard to generalize, a review of the country case studies shows the advantage of the former funding mechanism in ensuring equitable access to ECCE services with good quality (OECD, 2006) . Further, recent study in the Asia-Pacific region has highlighted the potential of using innovative financing mechanisms such as Social Impact Bonds (Kobe University, 2016) .
Another important topic is the issue of integrating ECCE services. Since the 1970s, many have highlighted the problems in split systems, including duplication and waste of resources, as well as reduced financing and access to services for younger children. Many countries have responded to these problems either by creating inter-ministerial schemes or simply integrating national responsibility for ECCE into a single ministry. A recent cross-national study on the topic concluded that there were no clear negative consequences attached to the integration of ECCE services into the educational system (Kaga et al., 2010) . Studies from countries with fragmented ECCE delivery systems show unequal access to services and wide-ranging quality, although several notable positive changes have been found as a result of recent efforts (Kamerman & Gatenio-Gabel, 2007; and Kaga et al., 2012) .
In terms of financing for ECCE, Japan has lower public spending and higher household expenditure than other OECD countries (OECD, 2012) . However, few have discussed how to change the level of government commitment and financing mechanisms to tackle the current challenges in providing ECCE services (Ikemoto, 2011) . The Japanese government has initiated a major ECCE policy reform, making a significant step towards the unification of the dual system. Although few analyses have assessed the impact of this policy change, recent studies have shown achievements and challenges of the new policy, based on reviews of policy documents (Ikemoto, 2015; and Kimata & Kaneko, 2015) . For instance, according to Ikemoto (2015) , one major problem in the new system is that the central government has not yet dealt sufficiently with the risk of a widening gap between municipalities under the new highly decentralized system, due to differences in financial strength and capability.
SELECTED OUTCOME INDICATORS OF EARLY CHILDHOOD CARE AND EDUCATION Access
In Japan, almost all 4-to 5-yearold children are enrolled in either kindergarten or day nurseries 10 . Figure 3 shows that around 20% of 3-year-old children did not enroll in kindergartens or day nurseries in 2014. Around one half of children 3 years old in 2014 were 2 years old on April 1, 2014, and thus were not eligible to enroll in kindergarten that year. Figure 3 further shows that only a small proportion of children younger than 1 were enrolled in licensed day nurseries. The proportion of children enrolled in day nurseries increased with age. Around 27% and 35% of children were enrolled in day nurseries at 1 and 2 years old, respectively. Figure 4 shows that around 30% of children aged 1-2 years old were enrolled in day nurseries, and this percentage slightly increased between 2011 and 2014. This slight increase may be attributable to the slight increase in the share of private day nurseries. Figure 4 also shows that the proportion of waitlisted children was small, although the importance of eliminating these lists remains unchanged 11 . As shown in Figure 5 , around half of the children aged 4-5 years old are enrolled in kindergartens, and around 40% of them are enrolled in day nurseries. This overall trend has not changed between 2011 and 2014, although the percentage of 4-to 5-year-olds in day nurseries has slightly increased during this time period (from 40.1% in 2011
10 Children who enroll in unlicensed day nurseries, such as international schools, are counted as 'others' in Figures 3, 4 , and 5. 11 Waitlisted children are those children who applied to ECCE facilities and met the enrollment criteria, but had not yet enrolled on the day when the survey was conducted (MHLW, 2016) .
to 42.7% in 2014). Figure 5 also shows that the private sector plays an important role in providing ECCE facilities in Japan, and the share of the private sector's provision of care is gradually increasing. In 2014, 78.2% and 61.1% of 4-and 5-year-old children in kindergartens and day nurseries, respectively, were in private institutions. Others include local-discretionary-type ECCE Centers, non-approved day nurseries, day nurseries in kindergartens, and family childcare businesses. Children enrolled in kindergarten-type ECCE centers are counted as being enrolled in kindergartens. Children enrolled in unified-type and day-nursery-type ECCE centers are counted as being enrolled in day nurseries.
Quality
As shown in Figure 6 , the pupil-staff ratio in private kindergartens in Japan is significantly higher than that in public kindergarten. The average pupil-staff ratio in public versus private facilities in each prefecture shows a similar trend (Figure 7) . With a few exceptions, most prefectures lie above the 45-degree line for kindergarten (Figure 7) , which means that the pupil-staff ratio is higher in private kindergartens.
In contrast, the pupil-staff ratios of day nurseries are similar in public and private facilities (see Figure 6) . However, Figure 7 shows that more prefectures have higher average pupil-staff ratios in private day nurseries, when large cities (namely, ordinance-designated cities and core cities) are excluded 12 . Figure 8 shows that the average pupil-staff ratio in public day nurseries is significantly higher in some large cities. Although this situation seems to vary more by prefecture for day nurseries, the pupil-staff ratio may be also higher in private facilities as in kindergartens in standard municipalities in Japan.
12 In Japan, there are two categories of cities to which a part of the administrative work normally performed by prefectural governments are delegated. In descending order of the delegation level, they are: (1) ordinance-designated city (seirei shitei toshi) and (2) core city (chukaku toshi). A minimum requirement to become an ordinance-designated city or a core city is a population of 0.5 million or more and a population of 0.2 million or more, respectively. A third-rank category, called a special-case city (tokurei shi), existed until March 2015. Source: Created by the author based on MEXT (2015a) and MHLW (2015) . Note: Number of children enrolled in the facility was divided by the number of full-time staff to calculate the pupil-staff ratio. Statistics on the number of pupils and teachers in kindergarten is as of April 1 in 2014. Statistics on the number of pupils and staff in day nursery is as of October 1 in 2014. Coverage includes 47 prefectures in Japan. Average pupil-staff ratio in day nurseries was calculated using the number of pupils and staff in municipalities other than ordinance-designated cities and core cities in each prefecture. 
FUNDING OF EARLY CHILDHOOD CARE AND EDUCATION

Overview of public funding for kindergartens
In addition to expenditure for public kindergarten, government also pays to support private kindergartens where prefectures play a significant role. Moreover, the parents and guardians of children enrolled in private kindergartens are eligible to receive subsidies from the program 'Subsidies for Parents/Guardians of Children Entering Kindergarten' (Youchien Syuuen Syourei-hi Hozyokin) through municipalities. The central government covers around 20% of the budget for these subsidies, while municipalities cover the remainder. Each child's subsidy is based on parental income, as well as the number of siblings. In general, parents and guardians receive larger subsidies, if they are poorer and have more children.
Taking all this into consideration, central, prefectural, and municipal governments in Japan share approximately 10%, 36%, and 54% of public expenditures on kindergartens, respectively, according to MEXT (n.d.) . Around 79% and 21% of public expenditures come from supply-side and demand-side funding, respectively 13 . The level of public spending for public kindergartens (38%) is lower than the 13 The amount of demand-side funding presented in Table 1 does not include child-support allowances (jidou teate), which are currently paid through the municipalities to all parents and guardians who have children until they complete lower secondary education (CO, 2015a). Two-thirds of this budget is covered by the central government, and the remaining third is covered by the local government.
level for private kindergartens (62%).
A more detailed breakdown, given in Table 1 , shows that one-third of public expenditures for private kindergar-
Breakdown of public funding for public kindergarten
Little data are available to determine the breakdown of actual public spending for day nurseries. However, MEXT has been collecting data on local governmental expenditure on the operation of public kindergartens, as well as its breakdown by the nature of spending. As shown in Figure 9 , around two-thirds of public expenditures on public kindergarten was allocated for salaries in FY2014. Non-salary current and capital expenditures tens are spent through demand-side funding mechanisms, 80% of which is funded by municipalities. each accounted for 15% of public expenditures for public kindergartens. In addition, more than 90% of public expenditures for public kindergartens came from the municipality ( Figure  10 ). Figure 10 shows that capital expenditures for public kindergartens are largely covered by local bonds (39.3%). The central government also contributes to capital expenditures for public kindergartens (13.5%). Figure 11 shows that public spending per pupil for public kindergartens varies significantly. The amount of spending per pupil in Aomori prefecture is 2.6 times greater than that in Okinawa prefecture. Figure 11 also shows that the variation in amount can be mainly attributed to variation in the amount of public spending per pupil from municipalities. Municipalities incur most public expenditures for kindergartens, although the central government and prefectures also contribute, along with local bond financing that mainly support capital expenditures. Pearson's product-moment correlation was run to assess how the level of public expenditures for public kindergartens per pupil is correlated with the characteristics of prefectures. As shown in Figure 12 , the amount of spending per pupil and the number of children enrolled in public kindergarten moderately correlated (r(45) = -0.356, p < 0.02). This may imply that local government spending per pupil on public kindergartens grows as the number of enrolled children in public kindergartens falls.
Moreover, we may assume that the share of private kindergartens is smaller in prefectures with a larger commitment of the local government to providing ECCE services through public kindergartens. However, Pearson's product-moment correlation shows a weak and positive correlation (r(45) = 0.262, p < 0.08) between the share of private kindergartens and public expenditure for public kindergartens per pupil (Figure 13 ). This may imply that, in the Japanese context, local governments spend more on public kindergartens if the private sector provides a larger share of ECCE services in the prefecture. The analysis also shows a strong negative correlation (r(45) = -0.638, p < 0.0001) between the pupil-staff ratio in public kindergartens and public expenditures for public kindergartens per pupil (Figure 14) . Difference in expenditure of public and private facilities Actual expenditures at the facility level in both kindergartens and day nurseries are collected jointly in the facilities sampled by MEXT and MHLW. Figure 15 shows that the difference in current expenditures per pupil between public and private facilities is small. Private kindergartens spend a bit more than public ones, while public day nurseries spend a bit more than private ones. Figure 15 shows that public facilities can generally spend more on salaries. 
Breakdown of household contribution
Although scanty data on household spending for day nursery services are available, MEXT has been collecting data on household spending on education for children in kindergarten every second year. This dataset allows us to partly see how the level of household contribution for ECCE varies across different groups. The analysis shows that parents and guardians who send their children to private kindergartens pay much more than those who send their children to public kindergartens. As shown in Figure 16 , annual household education expenditures for children in private kindergartens was USD 4,743 in FY 2014, which is more than twice the amount spent for children in public kindergarten. This significant gap may be mainly attributed to the gap in tuition fees. Figure  16 generally shows that household education expenditures for children in private kindergartens are greater in municipalities with larger populations. A similar trend is observed for children in public kindergartens. However, the correlation is weaker and the amount is the lowest for children in a designated city/special ward. 
DISCUSSION
The paper examined the Japanese ECCE system, with a special focus on its financing mechanisms, and analytically discussed its overall fiscal situation. The study showed that the level of public funding per pupil and the financial burden of the household differed among the various types of ECCE services in Japan, creating an inequality in the quality of ECCE services to which children have access. Although the government has made a significant effort to mitigate these gaps, combining various financing mechanisms, including demand-side financing, it appears difficult to change the overall trend, which potentially stems from a significantly low level of government commitment to developing the ECCE sub-sector.
An analysis of the breakdown of public funding confirms that most of its share is taken up by local government, especially municipalities.
Examining public spending on public kindergartens using available data, this study showed significant variation in the levels of public expenditure per pupil among different prefectures as a result of their highly decentralized financing schemes, although more detailed analyses are required to confirm this conclusion. This study showed that local governments generally spend more per child if the number of children in public facility in the area is less, which potentially widens the gap in the quality of facility. Evidence even showed that a greater share of private kindergartens may be related with greater per pupil spending for public facilities.
Moreover, the analysis of the difference between public and private ECCE facilities showed that gaps remained in the quality of services between public and private facilities, although the government is providing notable support to reduce it through both supply-side and demand-side funding. The share of the private sector in providing ECCE services is increasing. Results of descriptive analyses showed that the pupil-staff ratio in kindergartens is generally higher in private than public kindergartens, although parents spend significantly more to send their children to private than public kindergartens. The results also showed that per-pupil spending on salary was generally higher in public than private facilities. A quality gap existed between ECCE facilities in large cities with greater household contributions and those in other municipalities with lower household contributions.
Japan is currently in the midst of drastic reforms in ECCE policy to deal with recent rapid changes in socio-economic conditions. The new public financing scheme developed under the new system has several innovative features; these include standardizing financing mechanisms and user charges among various types of ECCE facilities, as well as providing financial support to small-scale childcare facilities and projects that are planned and implemented by local governments. Government's effort to unify schemes of supply-side funding, albeit incomplete, is a positive step. In addition, because there is a gap in the quality of ECCE service between local governments as result of the highly decentralized funding mechanism, the government must be cautious in relying on small-scale facilities and projects managed by the municipalities to fill gaps in the supply of childcare facilities.
The interest in ECCE issues has been heightened in Japan by the long waitlists for day nurseries. Although solving this problem is critical, it is only one of several in the Japanese ECCE system. Further studies that use post-reform data will be critical for assessing whether the new public financing system can effectively deal with the issues identified in this paper. Moreover, this paper does not capture the entire picture of ECCE financing, due to a shortage of data, mainly from day nursery systems. Further research is required to analyze these data, which include various indicators of quality of service and cover all types of ECCE facilities. Table A1 . Basic information on ECCE facilities in Japan. 
APPENDIX
Kindergarten
Curriculum for Education and Childcare in ECCE Centers
Standards for education and service hours As a general rule, 4 hours ('extra childcare service' in the afternoon has been possible for 39 weeks or more yearly since 1997).
As a general rule, 8 hours (longer childcare services up to 11 hours are possible for children whose parents work full-time).
As a general rule, 4 hours for the children who only need education and 8 hours for the children who are qualified to receive childcare by the municipalities (longer childcare services up to 11 hours are possible for children whose parents work full-time). Table A2 . List of reasons necessitating childcare services in Japan.
• Employment (in principle, all types of employment, including full-time, part-time, night-time, working at home, etc.)
• Pregnancy and childbirth • Sickness and disability of parents or guardians • Nursing or caring for a relative living in the same household or who has been hospitalized for a long time • Recuperation after a disaster • Job-seeking activities (including preparation for setting up a business)
• Schooling (including vocational training at a vocational training school) • Risk of abuse or domestic violence • When continuous use of childcare is required, as when a parent/ guardian who is taking childcare leave already has a child using childcare services.
• When the municipal government acknowledges a similar situation to one of the above-described circumstances.
Source: Created by the author by adopting CO, MEXT, and MHLW (2014). Note: "When a relative who lives in the same household can look after the child concerned, the priority for using childcare services may be adjusted accordingly" (CO et al., 2014) .
